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Reports and Analyses from Electronic Computers 
B Y M A U R I C E S. N E W M A N 
S Y S T E M S M A N A G E R , S A N FRANCISCO O F F I C E 
Presented before the Cost Accounting and Analysis Committee of the 
New York City Control of the Controllers Institute of America — March 1955 
INTRODUCTION 
I do not need to tell you, Gentlemen, that there have been major 
changes in management thinking during the past twenty years. You are 
well aware of these changes as you have participated in them and, in 
many cases, have been responsible for them. 
I should like to review with you something with which you are all 
very familiar, and that is the changing concept of the controller during 
this period. 
In many organizations over the past years there has developed a 
distinct cleavage between data analysis and data processing. This has 
occurred because of the need of professional management for timely 
and authoritative reports on which they are able to base decisions. In 
many cases, the controllers, or chief accountants were not sufficiently 
trained in analyzing financial statements. They had gained most of their 
experience from working on the accounting records in their company, 
and so it was necessary to bring individuals from outside of the organ-
ization who had sufficient training in analysis to be able to supply the 
needs of the management group. In other situations, the controllers 
were able to bridge this gap and were able to supply the necessary data 
for management. 
The point that I am making is that data analysis has become a 
particularly important requirement in the make-up of the modern con-
troller. As a matter of fact, one could almost say that the pendulum has 
swung completely in the other direction. There is now so much em-
phasis on data analysis that the data-processing function is usually re l -
egated to a somewhat subordinate role despite the fact that the con-
troller is responsible for both functions. 
While the controllers have been emphasizing and selling data an-
alysis to the management group in the form of informative reports, the 
data-processing problem has grown to one of gigantic proportions. The 
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cost of data processing in industry today is very high and, despite all 
the expensive mechanical equipment available, the performance is quite 
often not too satisfactory. 
The Controller Cannot Overlook Data Processing 
Even if he is not qualified in the field of data processing, and 
many controllers today have not had practical experience in handling 
data, the controller cannot afford to overlook this field. As costs mount 
in this area, the controller can come in for considerable criticism in 
this regard. Even within the limitations of existing equipment, and I am 
not including electronic computers in this area, there is a great deal 
more that could be done to process data by machines. 
On the basis of a recent survey made by the National Association 
of Cost Accountants it appears that not more than half of the large com-
panies are now using tabulating equipment for cost accounting. It is 
true that cost accounting is a complex accounting problem, but, never-
theless, it is one that is ideally adapted to the principles by which tabu-
lating machines operate. Most standard cost accounting systems are 
based on the principle of collecting cost by operation and translating 
them into product costs, or vice versa. This is a natural application 
for the use of tabulating equipment. 
There have been limitations in terms of speed and capacity to 
prepare reports for management in sufficient time for them to be of any 
use; but as more advanced equipment comes on the market, this be-
comes less and less of a limitation. There have also been limitations 
due to the size of jobs and the present cost. Sometimes jobs are too 
small to transfer to the machines, and sometimes they are too large 
to be handled. 
Reprocessing Should Be Avoided 
Much of the cost in today's data processing comes from the han-
dling of data a second, a third, or a fourth time. If data can be recorded 
in mechanical form once and then used in that form for all subsequent 
uses, a great deal of cost can be avoided. Before we can do that, how-
ever, we must develop a mechanized procedure for handling such data 
for those occasions where the data is now reprocessed. If we are going 
to take advantage of the savings that can possibly accrue from the use 
of electronic computers, we must be prepared to understand data pro-
cessing and examine the present system very carefully as to: 
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1. What it is. 
2. Who should do it. 
3. Where it should be done. 
4. How to do it. 
I am not going into these areas in any great detail as they have 
been fully covered elsewhere, but I do want to emphasize the need for 
reexamining everything that you now do to see just exactly what func-
tions you are performing, whether they are being performed in the or-
ganizational unit best-suited to handle this information, or whether they 
should be integrated into a single data-processing unit which can supply 
the necessary reports and analyses to those who need them. You should 
also determine whether this work should be done in the same locations 
as it is now being done or whether there would be advantages to cen-
tralizing this work in one or more places where you could take advan-
tage of more advanced mechanization and possibly electronic com-
puters. 
The Need For Processed Data 
What I should like to explore with you this evening is an area that 
has not received a great deal of attention; that is, why do we need to 
process data, and what are the types of reports we might require if we 
do not consider cost, or if we do not have any physical limitations as to 
time or capacity? What I plan to discuss with you in some detail are 
the basic data available to a typical company and the types of reports 
that are logically drawn from this data in order to provide a basis for 
management decisions. This cannot, of course, be al l inclusive, but it 
can perhaps provide a better understanding of why we process business 
data and of the scope of the business data problem as it relates to 
electronic computers. 
DATA REQUIREMENTS FOR SELLING 
Let us take a look, first, at the Sales Department. What types of 
data do they have? What types of reports and analyses do they need? 
Forecasts 
I am sure that al l of you will agree that we must have forecasts 
wherever they are practicable. Whether we start with a sales forecast 
and then work up to a production forecast, or vice versa, there must be 
a meeting of minds between the sales manager and the production man-
ager as to what they can make and what they can sell. Once this fore-
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cast has been made, it is necessary for the selling department to be 
guided by the forecast and to adjust it in consultation with the produc-
tion manager whenever the need arises, subject to the approval of gen-
eral management. 
The sales forecast wil l , in many cases, have an historical base, 
and the sales manager will require past sales history in order to ar-
rive at new quotas. He may also need turnover information by products 
or product groups and trends within various product groups. There is 
no doubt in my mind that the speed and versatility of the electronic 
computers will have a tremendous impact on sales forecasting. It wil l 
be possible to accumulate sales statistics, determine turnover compu-
tations, analyze basic trends and perform other similar computations 
at speeds which wil l make such information useful in setting goals for 
future periods. At the same time it will be possible to try many dif-
ferent forecasts to see which one will have the most profitable outcome 
for the company. 
Goods Available For Sale 
In companies where the production cycle is quite long it is impor-
tant to the salesman to know what he has available to sell. A report of 
this type should not only include the finished-goods inventory, or stock of 
goods on hand, but should be related also to the production forecast so 
that he may know what wil l be available by weeks over the future period. 
If such a record is to be reliable, it must be supplemented by new pro-
duction and reduced by sales orders so that the record is always up-to-
date. This has proved to be a problem of considerable magnitude where 
there is a great deal of change, a great number of different products, 
and where sales are being made at a number of different locations. 
This is an area where tabulating equipment has not been particu-
larly successful, but it is an area where computers have much to offer. 
This appears to be particularly so where the number of units may be 
small or the value quite large so that the company cannot afford to 
oversell and must provide some type of a random-access record to be 
consulted whenever a sale is contemplated. The Reservisor used by 
American Airlines for plane reservations and the Magnefile used by 
B. Altaian & Company in their furniture department are examples of 
using a computer to solve this type of problem. Many companies will 
be content with an inventory listing once a day or even once a week, 
and even very large inventories could be handled on this basis. 
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Unfilled Order Reports 
Another basic need for selling against future production is to be 
able to insure that customers' orders are scheduled for the desired 
date and that this information is available for shipping and whenever 
inquiries are made concerning a particular order. It would be a sim-
ple matter to relate the production forecast to the sales orders and the 
bills of lading so that an up-to-date record could be maintained of the 
unfilled portion of each order and the scheduled time for delivery. Such 
reports have been prepared on tabulating equipment in a very satis-
factory manner, but the procedures are quite complex and the time re-
quired for preparation of such a report runs to at least a day. It is dif-
ficult to maintain such a record right up-to-the-minute particularly if 
it is required at different locations from where it is prepared. 
Cost of Sales 
The preparation of a cost-of-sales statement should be, with the 
use of electronic computers, a by-product of the invoicing operation. 
As goods are delivered and billed, the daily sales summary should in-
clude both the sales and the cost of sales. Even where the product-line 
is extensive and the discount rates vary by different types of custom-
ers, this problem should not be too difficult to handle with even the most 
elementary computers. 
In all probability, we shall see a greater emphasis upon distribu-
tion costs, and it would be quite within reason to compute standard 
selling costs, as well as standard manufacturing costs, so that the sales 
manager could maintain a running check upon his distribution costs in 
relation to the standard value of the distribution services performed. 
Anticipated Profits on Sales 
Many sales managers have experienced selling goods each day, 
apparently on a profitable basis, and winding up at the end of the month 
with poor profit performance. It has not been too difficult with tabu-
lating equipment to prepare a daily or weekly sales report, together 
with the "replacement cost of sales" so as to provide anticipated pro-
fits on each sale. Such a report would highlight those products on which 
an insufficient profit margin is being obtained, perhaps in sufficient 
time for corrective action to be taken. The use of electronic computers 
should greatly simplify the preparation of such reports. 
An additional problem occurs where the commodity dealt in has 
a widely fluctuating price level or where contracts are made over long 
periods of time so that goods delivered to customers are not necessar-
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ily the goods for which orders were taken during that period. Take, for 
instance, a company that receives a large government order for cotton 
cloth to be delivered over a two-year period. In normal business prac-
tice such an order would be hedged, i.e., an equivalent amount of cotton 
futures would be bought for the goods that were sold. This tends to 
guarantee the profit against market fluctuations. 
Separation of Trading Results 
In the event of a substantial price rise later in the year, deliver-
ies of such goods may produce an unfavorable gross profit situation 
despite the fact that these goods were sold to produce a profit and the 
contract was hedged to ensure the profit. The anomoly occurs because 
the profit lies in the futures contracts. If such profits have been real-
ized they will be reflected in the profit and loss statement but if the 
contracts are not yet sold there will be no offset to the unfavorable 
gross profit picture. 
By carrying the "replacement cost of sales" forward with the 
other information on the sales order, a variance can be computed at the 
time of delivery between anticipated profits and actual gross profits 
based on the incurred cost. This variance would be offset by profits or 
losses on the futures transactions provided all transactions were hedged 
and there was no loss on a change of the basis or spread between the 
spot and future market prices. 
On the other hand, if the transactions were not fully hedged, this 
variance would provide a measure of trading performance and separate 
such results from selling and manufacturing performance. Much of the 
suspicion amongst sales managers that accounting statements are de-
signed specifically to put them in a bad light would disappear. 
Long or Short Position 
In many businesses today it is important for the controller to 
know the extent to which the company is committed for the purchase 
of raw materials as against sales orders which may be on hand. This 
is particularly true where the commodity used is one, such as cotton 
or wheat, where prices may fluctuate quite widely over a period of time 
and affect the earnings of the company considerably. Where unfilled 
orders are on tabulating cards it is not too difficult, although perhaps 
lengthy, to convert these orders into equivalent raw material and relate 
this information to perpetual inventories and future contracts to deter-
mine long or short position. 
Where the sales orders are not on tabulating equipment the usual 
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alternative is to carry forward daily changes. Orders and deliveries 
are converted into raw materials and a running balance is maintained 
which must be checked at least once a year, at which time it may prove 
to be not too accurate. The only way to prove the figure is to add up 
the open sales orders by product, convert them to raw material re-
quirements, take a physical inventory, tally the futures contracts and 
strike a balance. Consequently, such a job is rarely performed more 
than once or twice a year, and meanwhile the company may be out on a 
limb more than they suspect. It wil l be a very easy matter to maintain 
such a record on electronic computers, and, in those cases where the 
commodity is traded on a recognized exchange, it wi l l be possible to 
maintain the current picture as to gains or losses due to commodity 
fluctuations. This, in turn, should place increased emphasis on the 
purchasing function as a means of increasing the profits of the company. 
Merchandising 
You are aware of the increased emphasis in recent years upon 
merchandising as an art or science apart from selling. It is sure that 
the increased data-handling capacity of the computers will be a great 
aid in furthering research into new ways of marketing, the development 
of new areas, new product research, new channels of distribution, and 
other areas which promise to increase the scope of the company's mar-
kets and the profits accruing from the sale of such products. 
Basic Sales Data 
The sales department generates sales orders and, occasionally, 
sales returns as basic data for input to the data-processing system of 
a company. A l l of the information and reports that I have discussed 
would require such data as one element of input. In addition, the sales 
department would require data originating in other departments such 
as bills of lading, standard costs, production forecasts, and finished 
production either for reference or for reprocessing into the reports 
mentioned heretofore. 
DATA REQUIREMENTS FOR PRODUCTION 
As manufacturing companies have grown in size and as production 
problems become more highly mechanized and more complex, produc-
tion managers have come to rely increasingly upon staff assistants to 
help them develop their production schedules and maintain them. In 
order to maintain control over production operations, vastly greater 
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amounts of data have been generated and must be processed in a rela-
tively short period of time if they are to be of any use to production 
management. 
Production Control 
In many companies today production forecasts and profit goals 
are laid down well in advance of actual production. Moreover, more 
and more companies are coming to the realization that it is possible 
to make sales and production forecasts and to estimate in advance the 
profits of the company for the ensuing period. It is certain that elec-
tronic computers wil l accelerate this trend as more information will be 
available with which to make plans. The computers will also provide 
the tools by which to check the plans before any work is undertaken. 
Once the production plans have been made and approved it be-
comes the responsibility of the production manager to put these plans 
into effect and to control the productive operations in such a way that 
the planned profits are realized. In small companies this is usually the 
responsibility of the foreman who is able to exercise control over the 
operations visually or with a relatively small amount of paperwork. As 
operations become larger and more complex, it becomes impossible for 
any one man to know what is going on in a number of different, scat-
tered locations, and some form of production control must be instituted. 
Where the manufacturing operation is at all complex, a staff group will 
be required to maintain control over production. 
In many companies today this operation is mechanized and will 
become a logical area for the use of electronic computers. The many 
complex problems of production control such as determining ma-
terial requirements, scheduling raw materials and supplies from 
vendors, determining which plants to use for the manufacture of which 
products, scheduling production within the plants to avoid bottle-
necks, determining labor requirements to manufacture the products, 
and handling specific assignments to men and machines constitute 
a tremendous amount of paperwork. This is an area where an im-
aginative approach coupled with the speed and versatility of elec-
tronic equipment may add considerably to the profit potential of a 
company. 
Production Reports 
Most production reports today are merely summarizations of 
goods which have been produced in any particular period. To be mean-
ingful to the recipient they must be related to rules of thumb or perti-
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nent volume data with which the manager is familiar. Many production 
managers maintain little black books or other records to show them 
pertinent volume data on a daily comparison basis. This enables them 
to determine trends and to take positive action, whenever necessary, to 
reverse unfavorable trends. 
It should not be too difficult a job to produce actual production 
data by departments and to compare the actual production with the 
planned production. This would provide a better measure of daily per-
formance than could be obtained by visual interpretation. At the same 
time production trends could be analyzed in the same way as they are 
now analyzed mentally by those responsible for production. In this way, 
unfavorable trends may be discovered at an earlier date so that reme-
dial action can be applied more quickly. It is also likely that day-by-
day comparisons would be most helpful in analyzing the results of new 
production techniques. It is now often necessary to wait until the re-
sults are compiled at the end of a month to determine the profitable na-
ture of new production experiments. 
Manufacturing Status 
Of distinct value, not only to production management but also to 
sales management and general management, is a manufacturing-status 
report which would give, at the end of any period, a snapshot of manu-
facturing conditions. Such a report might show products in the verti-
cal dimension and different stages of production in the horizontal d i -
mension. This would include such information as production orders 
given to the plant, volume processed in any particular department against 
these production orders, deliveries to customers, and a reconciliation 
with sales orders to show unfilled sales orders, and perhaps, the re-
lationship of unfilled orders to the planned productive capacity of the 
plant in terms of weeks sold ahead. 
To prepare such a report requires a complete understanding of 
the entire manufacturing picture, including standard costs and all the 
factors which go to make up standard costs, such as yields, conver-
sions, and wastage. Production in each department would normally be 
expressed in terms of finished production which would require, in many 
cases, conversion from the production units used in that particular de-
partment. This would require estimates based on the factors used in 
the standard costs and would need subsequent adjustments for variances 
from the standard costs. This is an example of the more imaginative 
type of report that would be easy to prepare with the electronic equip-
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ment. Such reports have been prepared on tabulating equipment satis-
factorily, but they require more processing time. 
Variance Analysis 
The great strides that have been made in variance analysis dur-
ing the past twenty or thirty years, wil l , in my opinion, be greatly ac-
celerated by electronic computers. Those of you who have a broad 
knowledge in the field of standard costs, who have actually worked with 
standard costs and have developed your own systems of variance analy-
sis, will appreciate the contribution that could be made by equipment 
with virtually unlimited data-processing ability. You would be able to 
explore variances to a greater depth than has heretofore been practi-
cable, and you would be in a position to make these analyses much more 
often than at present. 
At the same time that daily production is recorded for manage-
ment use, it would be a simple matter to convert these production fig-
ures into the dollar value of production at standard. It would also be 
possible to accumulate the daily time tickets and material requisitions 
so that comparisons of actual to standard could be made on a daily 
basis. I think that you will see a greater use of daily comparisons for 
the use of production managers and foremen. Most likely, these will 
be in terms of production units rather than in dollars, as the foremen 
and supervisors are more familiar with such production units and can 
explain variances from standard much more readily if they do not have 
to think in terms of dollars. 
Raw-Material Inventories 
The production manager is always concerned about the availabil-
ity of raw materials in sufficient quantity to manufacture goods at the 
particular time required by the sales order. Such information is equally 
important to the purchasing agent who has the primary responsibility 
to procure the raw materials as required. Raw-material inventories 
are already highly mechanized and appear to be one of the most logical 
applications for electronic computers. The wider latitude of the com-
puters wil l simplify the preparation of reports showing quantities com-
mitted, quantities on hand, and quantities on order, all of which are im-
portant for production control purposes. Specialized reports for pur-
chasing these materials could also be prepared. 
Basic Production Data 
Whereas the sales department generates only one type of raw 
data, namely sales orders, the production department produces several 
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types of basic data, such as bills of lading, standard costs, production 
volume in terms of production units, finished production, job and time 
tickets, material requisitions, purchase orders, and receiving reports. 
While you will recognize many of these as accounting problems, never-
theless, they stem from data originating in the production area. Per-
haps one of the reasons that accounting problems are created in con-
nection with these items is that the production personnel are not suf-
ficiently cognizant of the need for reliability and accuracy in producing 
such data. There will be no good solution to this problem until such 
data is produced mechanically as a by-product of the productive oper-
ations. 
DATA REQUIREMENTS FOR ACCOUNTING 
Accounting is the area in which the needs are most clearly form-
ulated. It is also the area of external needs, or where the demands of 
outside agencies, such as the Federal, state and local governments, 
banks, mortgagors, security analysts, stockholders, credit information 
agencies, and the general public are met. It has long been recognized 
that companies cannot be a law unto themselves, and that the needs of 
outside agencies and individuals for information must be met satisfac-
torily. This has resulted in fairly clear definitions, as laid down by law 
or by practice, as to ways in which data should be processed and pre-
sented. I do not intend to go into this area any further as you are all 
well aware of the present demands for such information. You can 
doubtless visualize the way in which electronic equipment would be of 
assistance in providing such information more conveniently and more 
rapidly. You are also probably aware that the existence of such equip-
ment might well occasion further demands for information of this type. 
Invoices and Sales Journals 
Considerable savings can accrue from mechanization of invoicing 
and sales journals. Not only can the sales journals be prepared as a 
by-product of the billing operation, but the bills themselves can be pre-
pared from data which has been previously processed, such as bills of 
lading, sales orders, and master customer information. The greater 
accuracy which will ensue from such an operation wil l avoid a great 
deal of customer dissatisfaction and complaint. Bills will be rendered 
more promptly, and collection experience should be improved corre-
spondingly. 
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Insurance companies, public utilities, and stock brokerage firms, 
all of which have large billing problems, have used tabulating equipment 
for a number of years with very satisfactory results. Manufacturing 
companies, on the other hand, have not used tabulating equipment too 
widely for this purpose, and in some companies this activity is stil l 
performed by the sales department. The accounting control advantages 
from locking in the relief of the inventory accounts with the billing to 
the customer, plus the by-product advantages, such as bills of lading 
and packing slips, make this a very desirable avenue of exploration. 
It is certain that with the advent of electronic computers more and 
more billing wil l be mechanized. 
With computers it wil l not be too difficult to bil l customers, re-
lieve the inventory, prepare all necessary documents, and maintain 
control totals for summary reports at the end of each day. In those 
cases where companies do not manufacture against order but deliver 
directly from stock, the advantages will be even greater. It would be 
possible to enter only a customer number, a number for each product 
required, the quantity required, and the date of shipment, leaving the 
computer to ascertain if such goods are available for shipment, to re-
duce the inventory, and to prepare the necessary bills of lading, pack-
ing slips, and invoices. Customer data, routing instructions, prices, 
inventory balances, and all other pertinent information could be re-
tained in the memory of the computer until required. 
Accounts Receivable 
The use of tabulating equipment to maintain accounts receivable 
has always been a controversial one. Many large companies, particu-
larly public utilities and insurance companies which have large num-
bers of accounts receivable, have utilized tabulating equipment for this 
purpose, but in many other organizations where it has been tested it has 
not been found to be too satisfactory. 
Generally speaking, installations are successful in those areas 
where the amount which is paid will be equal to the amount billed or 
will be subject to a predetermined discount. In those cases where pay-
ment may be made for two or three invoices, or where partial payments 
or payments on account will be made, the use of loose-leaf ledger ac-
counts or punched cards can prove much more difficult. The clerical 
operations necessary to match the payments against the amounts out-
standing could prove to be more costly than maintaining an account for 
each individual to which all charges and payments would be posted. An-
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other drawback of the unit record method is that it does not provide an 
account history automatically. Such records are quite useful in passing 
on credit or in following up customers' complaints. 
Positive advantages of the unit record system are that the amounts 
withdrawn from accounts receivable, usually represented by copies of 
the invoice or by punched cards, can be proved or reconciled to the 
cash receipts. This provides a desirable control feature inasmuch as 
it can be used to prove that the amounts taken from the accounts receiv-
able control represented true charges and also represented valid cash 
receipts. 
It would appear that with electronic computers you will be able to 
have all of the advantages of unit record operation without the disad-
vantages of being unable to match-up payments or to have a credit his-
tory. The greater capacity of the computers wil l make it relatively 
simple to maintain a complete record of an account for any reasonable 
length of time and to make all payments thereto regardless of whether 
they agree with the invoiced amount or not. At the same time we will 
be able to post accounts receivable and record cash in a single opera-
tion and be in a position to provide age analyses and other information 
which may be required. 
Payroll and Labor Distribution 
Payroll and labor distribution is an area which is already highly 
mechanized in a great number of companies. The need for government 
reports on individual employees has accelerated this trend, and it is 
certain that any company using an electronic computer will consider the 
payroll and labor distribution as one of the first problems to be placed 
thereon. Improvement in this area will come from various devices to 
record time and job data at the source in a way so that such information 
will not need to be reprocessed but can be fed directly into the compu-
ter. It is doubtful that there will be many changes in the format or 
content of the reports, except as the need arises for additional de-
ductions. 
The labor distribution part of the problem, which in some instan-
ces can be quite complex, will be simplified due to the greater com-
puting capacity available. I should think that there would be a tendency 
to revert to the specific wages paid to the individual employed on a 
particular job rather than to use average rates for classification. Av-
erage rates have been used as a short cut and while not much would be 
gained by reverting to actual rates paid, it might make the reporting 
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system more intelligible to foremen and first-line supervisors who 
are called upon to account for operating variances. 
Accounts Payable 
The twin problems of accounts payable and expense distribution 
have been favorite subjects for mechanization, and it is reasonable to 
expect this trend to continue. Where a purchase-order system is in 
force, it would be logical to provide for automatic matching of receiving 
reports in order to obtain clearance of vendors' invoices for payment. 
Here, again, we would have a satisfactory control device inasmuch as 
each voucher would be certified for payment and we would be sure that 
the proper checks had been made against receiving reports and pur-
chase-order specification. At the same time, and as part of the same 
process, it would be possible to make the charge to the appropriate ex-
pense, inventory, or capital asset account. 
Budget Comparisons 
As part of the expense-distribution process it would be logical 
to accumulate charges to expense accounts by responsibility and by 
account so that budget comparisons could be produced automatically at 
the end of the month for each responsibility area showing actual ex-
penses and the amounts and percentages by which these expenses are 
over or under the budgeted amounts for the current period and year-to-
date. 
Inventories 
One of the greatest problems of the controller lies in the field 
of inventories. In many companies the product-line is highly complex 
and the finished product may consist of a large number of components 
or sub-assemblies, each of which is of sufficient value to require in-
ventory control. Raw-material inventories are important to the pro-
duction-control department as well as to the accountant, and, in many 
cases, duplicate inventory records are maintained. There would ap-
pear to be no need for such duplication with electronic computers as 
the information could be made available in the form required for each 
department from a single record. 
Work-in-process inventories would be obtained as by-products of 
the valuation of production at standard. As goods are transferred from 
one department to another at standard, the work-in-process inventories 
would be increased or reduced. 
The finished-goods inventories are of interest to the selling de-
partment as well as to the accountant, and here, again, we often find 
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duplication of records caused by the demands of each for immediate 
information. Here, again, it would seem that with electronic compu-
ters this duplication could be avoided, and one record could be main-
tained to provide informative reports to both departments. In this way 
greater accuracy will be maintained, and each department will know 
that they can rely on the information provided for them. 
Forecasts and Budgets 
In the field of budgets such as capital, expense, production and 
sales budgets, an electronic computer could be an extremely valuable 
tool. With the increase in understanding of mathematical prediction 
and linear programming it is certain that our budgeting abilities will 
be improved. 
In the area of cash forecasting it should be possible to supply in-
formation on accounts receivable, accounts payable, capital-budget re-
quirements, payroll requirements, and expense requirements to the 
computer and obtain therefrom a realistic cash forecast covering a 
designated period. While this is no more than is now done, most of this 
information will already be available on magnetic tapes for other pur-
poses, and such a forecast could be prepared or up-dated very quickly. 
In the property accounting and capital budget area it would also 
seem that an excellent job could be done in maintaining control over 
authorizations for fixed expenditures and charges thereto. The officers 
and directors could be provided with an up-to-date report on all out-
standing capital commitments and expenditures made against them. At 
the same time, property records could be supplemented by these addi-
tions and any retirements or transfers could also be recorded. This 
would provide a basis for computation of depreciation reserves. 
Basic Accounting Data 
It is interesting to note that very little original data is generated 
in the accounting department. Outside of expense vouchers and a few 
general accounting entries, most of the data requirements of the ac-
counting department are supplied from basic data generated in the op-
erating areas. This is not too surprising as the accounting paperwork 
is mostly concerned with the creation of a mathematical and financial 
model of the operations of the company. 
It may be somewhat disconcerting to realize, however, that the 
great volume of present-day accounting could be processed by electronic 
computers from data supplied from outside the accounting area. Inas-
much as the majority of accounting paperwork is concerned with repro-
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cessing information supplied by others, what wil l happen to the control-
ler in this process? In my opinion, there wil l be two basic changes. 
First, I think that the controller will enlarge his operations to en-
compass data processing now taking place in the sales and produc-
tion areas. I believe this wil l come about because the controller is 
the man best-suited to handle paperwork, and it is necessary to 
bring all such paperwork into one area. 
Secondly, I think that the controller will broaden and strengthen his 
responsibility in the area of data analysis. As we get more and 
more professional management the controller will be the member 
of the team who provides the analytical function to the other mem-
bers of the management team. 
Combining these two points we would have all data processing 
being done under the direction of the controller with the use of elec-
tronic equipment, and the controller would be the one to whom manage-
ment would look to provide the answers. I think it is fair to say that 
many of the answers that will be provided are not now even questions. 
Thank you. 
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